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E.O. 11652: N/A 
TAGS: MILL EFIN, SA 

SUBJECT: MODA CUTS BUDGET FOR CORPS OF ENGINEERS PROJECTS 
REF: (A) RIYADH 605, (B) RIYADH 623 

1 . CORPS OF ENGINEERS HAS BEEN INFORMED BY MODA THAT 

THE PROJECT BUDGET PREVIOUSLY DESCRIBED REF A MUST BE CUT 
BY 35 - 40 PERCENT. COE HAS BEEN ASKED TO RECOMMEND HOW 
BUDGET MIGHT BE CUT BY SUCH A LARGE AMOUNT WITHOUT CRIPPLING 
ENTIRE MODA CAPITAL CONSTRUCTION EFFORT. 

2. COE RECOMMENDATION IS TO POSTPONE BEGINNING ANY NEW 
CONTRACTS AT KIN KHALID MILITARY CITY (AL BATIN) FOR AT LEAST 
SIX MONTHS; THIS WILL CUT 35 PERCENT FROM OVERALL COE PROJECT 
BUDGET FOR THE FISCAL YEAR. COE REASONING IS THAT KKMC IS 
SUCH A HUGE PROJECT THAT SIX MONTH DELAY WILL NOT AFFECT ITS 
OVERALL VIABILITY, ALTHOUGH COST WILL INCREASE DUE TO INFLATION, 
WHEREAS IF OTHER COE PROJECTS WERE CUT BY SUCH LARGE 
AMOUNT IT WOULD NOT BE POSSIBLE TO CONTINUE THEM. MODA 

HAS INDICATED THEY AGREE WITH COE RECOMMENDATION. 
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3. COMMENT: COE HAS NOT BEEN TOLD WHY SUCH A LARGE 
BUDGET CUT IS BEING MADE ALMOST TWO MONTHS AFTER APPROVED 
PROJECTS WERE ANNOUNCED. COE SOURCES SPECULATE MODA MAY 
HAVE BEEN EXEMPTED FROM THE COUNCIL OF MINISTERS' ACROSS- 
THE-BOARD BUDGET CUT IN JUNE, REF B. BUT THAT SINCE THEN 
POLITICAL PRESSURE FROM THOSE MINISTRIES WHOSE BUDGETS WERE 
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CUT MAY HAVE FORCED PRINCE SULTAN TO AGREE TO A LARGE CUT 
IN MODA. 

GRANINGER 
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